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Answer FOUR (4) questions out of SIX (6) questions, at least TWO (2) questions from each 
SECTION (A and B). 


SECTION A 
Question 1 
A state government has decided to introduce a price ceiling below the equilibrium price per hour of 


childcare. What are the expected effects of this price policy? How will the quantity supplied and 


demanded vary? Is this policy efficient? Include any relevant diagram in your answer. 


Question 2 


Define what a monopoly is and the sources of monopoly power. Explain how the monopolist can 
maximise profits and discuss relevant welfare effects. What are the differences between monopoly 


and monopolistic competition? Include any relevant diagram in your answer. 


Question 3 


Why should a government offer subsidies when there are positive externalities to encourage 
production and consumption at the socially optimum level? Provide an example in each case and 


include any relevant diagram in your answer. 


SECTION B 
Question 4 


Why are there booms and recessions of the business cycle and why do they come to an end? Include 


any relevant diagram in your answer. 


Question 5 


What are the causes of inflation? Include any relevant diagram in your answer. 


Question 6 
In the case of a rise in exports, contrast what would happen to the exchange rate under a floating 
exchange market (without government intervention) and compare it against other types of exchange 


rate regimes. Include any relevant diagram in your answer. 
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